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MANUFACTURING, OIL AND MINING INDUSTRY 
‘COMMITTEE MEETING 


ROOM 4202, STATE CAPITOL 


SACRAMENTO, CALIFORNIA 
December 14, 1956 


MEMBERS PRESENT: 
H. W. "Pat" Kelly, Chairman Wm. S. Grant 


Bernard R. Brady Wm. W. Hansen 
Montivel A. Burke Herbert R. Klocksiem 


Dorothy M. Donahoe 

CHAIRMAN KELLY: This is a hearing on the Agricultural Code 
as it relates to agricultural minerals sales from a tax standpoint. 
The law was changed in 1955 and has a termination date at the present 
time, so it necessitates introducing legislation in 1957 in this 
particular field. 

I would like to introduce the members of our committee. To 
my right is Assemblyman Monty Burke, from Alhambra; to his left is 
Assemblyman Bill Hansen, from Fresno, and to Bill's left is Assembly- 
man Bernard Brady, from San Francisco. To my right is Assemblyman 
Bill Grant, from Long Beach; to his left, Assemblyman Herb Klocksiem 
from Long Beach, and sitting at the extreme left is Assemblyman 
Dorothy Donahoe, from Bakersfield. From the Office of the Legislative 
Counsel we have Mr. Owen Kuns; Mr. Don Wright, from the Legislative 
Auditor's. office; my secretary, Helen Amsberry, and Tony Beard our 


Sergeant at Arms. 


I would like to have Mr. Dick, Deputy Director of the 


Department of Agriculture, present the background to this phase of 


legislation. Mr. Dick, will you give your name and title. 
MR. DICK. I am Charles Dick, Assistant Director of the 


Department of Agriculture. 





Mr. Chairman, and members of the committee, I might just 


review some of the background of this and what the problem is. The 


Agricultural Code requires that manufacturers of fertilizers and agri- 


cultural minerals pay a registration fee of $50.00 a year and in 
addition to that pay a tonnage license fee. The Code defines com- 
mercial fertilizer as substances and mixtures of substances contain- 
ing five per cent or more of nitrogen, available phosphorus pentoxide, 
or potassium oxide, soluble in distilled water, singly, collectively, 
or in combination, except manures, hay, straws, peat and leafmold. In 
other words, when this mixture contains more than five per cent of 
nitrogen, phosphoric acid or potash, it is a fertilizer. Then it 
defines agricultural minerals as mineral substances, mixtures of 
mineral substances, and mixtures of mineral and organic substances, 
containing less than five per cent in available form of nitrogen, 
phosphorus pentoxide, or potassium oxide, singly, collectively, or in 
combination, except sand and soil. So the two classes of material 
are differentiated on the basis of whether or not they contain more 
than five per cent of these desirable fertilizer ingredients, or 
whether they contain less than five per cent. 

Prior to 1943, the tonnage tax was 25 cents a ton on com- 
mercial fertilizer and was 10 cents a ton on agricultural minerals. 
In 1943 the commercial fertilizer tonnage tax was reduced from 25 
cents to 20 cents a ton and then in 1952 was reduced from 20 cents 
to 15 cents a ton, so that prior to the 1955 session of the Legis- 
lature the tonnage tax was 15 cents on commercial fertilizer and 10 
cents on agricultural minerals. 

The points that were. raised by the agricultural minerals 


people were that they had not had comparable reduction in their 
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tonnage tax such as the fertilizer people had had over this period of 
years, and secondly, that the tonnage tax on agricultural minerals was 
not in proper relation when viewed in the light of the value of the 
two types of product. These agricultural minerals are not all gypsum, 
but somewhere in the neighborhood of 85 per cent of the agricultural 
minerals is gypsum. Gypsum has a value at the mine of around $1.75 

a ton whereas commercial fertilizers may have great range in price, 
probably closer to $50 a ton or more, so they pointed out that this 
relationship of 15 cents for the one and 10 cents for the other was not 
proper in view of the value of the product. Now, the other side of 
the story is that from the standpoint of the Department of Agriculture 
on the enforcement of this thing, the cost of enforcing the require- 
ments of law against agricultural minerals as compared to commercial 
fertilizers is somewhat comparable and does not have any particular 
relationship to the value of the product. 

At the meeting of this committee in January we attempted to 
give some figures showing what the costs were to the department, and 
based on the best figures we could develop it looked like a relation- 
ship of 20 cents er cents was the proper relationship when we 
considered cost of enforcement, and that would have brought in enough 
revenue so that it would have paid its way as it went along. It should 
be kept in mind that if the agricultural mineral side does not produce 
enough revenue to carry its share of the load, then the fertilizer 
people will be giving the agricultural mineral people a free ride, 
because these funds are co-mingled. It is not necessary, however, 
that the amount of money coming in be exactly the amount of the ex- 


penditures because we have a reserve in that fund at the present time, 


and we can go on for a while with less revenue than our cost before 
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we will have to adjust the fees again. 

At the 1955 session A. B. 2885 was passed which reduced the 
agricultural minerals tonnage tax from 10 cents a ton to 3 cents a ton 
until the 9Qlst day after the end of the 1957 session. The committee 
had in mind that they would reduce it to that amount and then take a 
good look at the situation. It seems to us that the problem that 
the committee has is to arrive at an equitable relationship between 
these two taxes viewing on the one hand the fact that one of them is 
a very low priced product compared with the other and yet when you 
look at it the other way, the cost of enforcement of the law against 
the two types of products is not necessarily in relationship to their 
value. 

Mr. Lemmon, who is chief of our division of Plant Industry, 
is here and has a report to give the committee, and is in a position 
to answer any technical questions on this whole situation. I think 
that is about all I have to say, Mr. Chairman. 

CHAIRMAN KELLY: Thank you, Mr. Dick, for the background 
information. Do you have a question, Mr. Brady? 

ASSEMBLYMAN BRADY: Between the two products what percentage, 
what tonnage of each does the department derive revenue from, that is 
to number of tons? 

MR. DICK: That varies from year to year, Mr. Brady. It is 
shown by quarters in those documents that were handed to you. I have 
some figures here that indicate that in 1955 the total tonnage of 
agricultural minerals was 695,972 and the tonnage of commercial 
fertilizers was 976,160, and the figures will vary each year. 

ASSEMBLYMAN BURKE: Mr. Dick, who sets the fee, or the tax? 

MR. DICK: The tax is set by the Legislature, it is set in 
the law. 
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ASSEMBLYMAN BURKE: You spoke about the committee - is 
that our committee? 

MR. DICK: Yes, that means this committee. There is one 
other thing that I should have mentioned, Mr. Chairman, and that is 
that the cost of enforcement involves more than just merely analyzing 
samples; the cost of enforcement involves the taking of the samples, 
checking on violations and handling prosecutions and all of the things 
that go with the enforcement of any regulatory legislation. 

ASSEMBLYMAN GRANT: How about the comparative work involved? 
Are the tests about the same cost or is there a difference in their 
analysis? 

MR. DICK: I would like to have Mr. Lemmon comment on that, 
Mr. Grant. There are variations between the different types of 
material, but the figures that we developed last January indicated 
that the costs were in a relation to the cost of administering the 
program when applied to all this tonnage and would result in a tonnage 
tax relationship of 20 cents to 6 cents,. but of course that doesn't 
necessarily reflect the relationship in cost because that is applied 
to tonnages, which are different from each other. 


ASSEMBLYMAN GRANT: I can see that - of course one at $6 


a ton and the other at $75, as far as the value is concerned there is 


a wide difference, and I was wondering whether or not the testing 
procedure is similar in cost. 

MR. DICK: I would like Mr. Lemmon to answer that and I 
would like to remind you .that of course it isn't all just testing 
procedure because the field work would probably be very comparable 
regardless of the value of the material; in other words, it costs just 
as much to go down and take a sample of a $1.75 material as it does 


to take a sample of the $50 one. 





CHAIRMAN KELLY: It appears that some of these questions 


will be answered when Mr. Lemmon presents his statement, and I know 
that he will be glad to answer any question you wish to ask him. 

Mr. Lemmon, will you please give your name and title. 

MR. LEMMON: I am Allen B. Lemmon, Chief of the Division 
of Plant Industry of the Department of Agriculture. 

The various analyses for agricultural minerals and commercial 
fertilizers cost different amounts according to the amount of time put 
in and the compiexity. Gypsum is one of the cheaper ones to do while 
if you get a complex commercial fertilizer with various mineral constitu- 
ents in addition to the ordinary nitrogen, phosphorus, and potassium, 
then you have rather an expensive one. It is hard to give an average, 
but there would be several times difference. But as pointed out, the 
cost of analysis for gypsum may be, if you are running a great many 
of them, $2 or $3 apiece as compared to perhaps $15 or $20 on a com- 
mercial fertilizer, but you have the other costs that are involved 
in the whole program and that is why we arrived at our basis of com- 
parison on the overall tonnage. 

We have prepared and distributed to you here a special 
publication with the tonnage reports and a copy of a report that has 
been prepared bringing you up to date. 

At the meeting of your Committee held in Bakersfield on 
January 26, 1956, background information concerning administration 
of the fertilizing materials article of the Agricultural Code was 
presented. It is my understanding that at this time you desire a 
report with regard to the effect of the reduction of the tonnage 
license tax on agricultural minerals from ten cents per ton to three 


cents per ton. 

























Perhaps it would be well first to review briefly the back- 
ground information with regard to regulation of fertilizing materials 
that was presented at your Bakersfield meeting. You will recall com- 
mercial fertilizers, agricultural minerals, and auxiliary plant 
chemicals are required by law to be registered. The other two classes 
of fertilizing materials, that is, manures and soil amendments, may 

be sold without registration or specific guarantee as to composition, 
but the provisions of the law with regard to misrepresentation apply 
to them. In the enforcement of the provisions of the law, which 
appears in the Agricultural Code beginning with Section 1021, official 
samples are drawn, analyses made, and reports issued. Violations of 
the law are subject to presecution as a misdemeanor. In the case of 
commercial fertilizers, agricultural minerals, and auxiliary plant 
chemicals, registration can be suspended or revoked after hearing for 
products which are of little or no value for the purpose for which 
they are intended or as to which false or misleading claims are made. 


Also, registration may be canceled for any person who repeatedly 
















violates the provisions of the law - of course, that is also after 
hearing. 
The enforcement work is supported by fees collected from 
the registrants. The fees consist of a $50 registration fee for each 
firm dealing in commercial fertilizer and for each firm dealing in 


There is no fee for registration of auxiliary 





agricultural minerals. 





plant chemicals. 


At present 366 firms hold commercial fertilizers registra- 









tion, and 153 hold agricultural minerals registration. It can be 
anticipated that there will be a few additional registrations secured 


during the remainder of the fiscal year which ends on June 30, as there 
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was a total of 372 commercial fertilizer registrations and 169 agri- 
cultural mineral registrations on June 30, 1956. 

In addition to registration fees, there is a tonnage license 
tax of fifteen cents a ton for commercial fertilizers and three cents 
a ton for agricultural minerals. Up until October 1955, the agri- 
cultural minerals tonnage license tax was ten cents a ton. The 
tonnages are reported quarterly, and quarterly reports are issued 
showing the trend in sales of both commercial fertilizers and 
agricultural minerals. 

Bureau of Chemistry Announcements FM 282, 285, and 290 pro- 
vide information with regard to sales during the first three quarters 


of 1956. Data with regard to 1955 appears in Special Publication 


No. 260 on Pages 6 and 7. For the first three quarters in 1956 


commercial fertilizers show an increase of about five per cent over 
the similar quarters in 1955. This follows the trend of increase 
that has regularly occurred in sale of commercial fertilizers in 
California. For agricultural minerals the sales during the first 
three quarters of 1956 show approximately ten per cent increase over 
Similar quarters in 1955. This is a reversal of the trend which 
occurred during the years 1952-1954, when there was a great reduction 
in sales of agricultural minerals. The high of 817,255 tons was 
reached in 1952, with 1953 approximately 100,000 tons less, then 1954 
down to 618,339. On Page 7 of the special publication appeals a list 
of the various items that are included as agricultural minerals in 
addition to gypsum. You will note that gypsum is the largest single 
item. 

The expenditures of the Bureau of Chemistry for fertilizing 


materials enforcement for the fiscal year of 1955-56 amounted to 
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$251,477. During this same period the income amounted to $227,439. 
This resulted ina deficit of $24,038. From October 1, 1955 to 
June 30, 1956, sales of agricultural minerals were 565,076 tons. If 
the tonnage license tax had remained ten cents instead of being reduced 
to three cents, there would have been $39,555 additional revenue or 
a surplus of $15,517 as compared with a deficit of $24,038. In 
other words, a tonnage license tax of Te¢ per ton would have balanced 
up exactly even. 

For the present fiscal year 1956-57 the budget provides for , 
fertilizing materials enforcement expenditures of $296,930. The 
estimated revenue is $211,960, computed on the following basis: 


Commercial fertilizers registration fees 
372 at $50 


Commercial fertilizers tonnage license 
tax, 1,050,000 tons at 15¢ a ton - - - - 157,500 $176,100 


You will notice we have estimated there will be about a 
five per cent increase in the fiscal year as compared to the previous 
fiscal year of 50,000 tons. This gives a total for the commercial 
fertilizers of $176,100. 
Agricultural minerals registration fees 
Agricultural minerals tonnage license 
tax, 730,000 at 3¢ a ton 21,900 30,400 


The law also provides for a licensing of fertilizer sales- 


men that go out and solicit sales from farmers - that applies to both 


agricultural minerals and commercial fertilizers as well as those 


that solicit manures. 


Fertilizer salesman's licenses 
2730 at $2 





This leaves a deficit of $84,970 to be made up from funds 


previously accumulated during the years when there was a large increase 


in sales of both commercial fertilizers and agricultural minerals with- 


out facilities being available to increase the personnel and number of 
samples that should be analyzed. 

CHAIRMAN KELLY: Thank you, Mr. Lemmon. Are there any 
questions for Mr. Lemmon? Mr. Burke. 

ASSEMBLYMAN BURKE: In the fat years that you had, did that 
reserve build up sufficiently to carry you over these lean periods 
when this reduction was made? Do you know how much money is in that 
reserve over a period of years? 

MR. LEMMON: Yes, sufficient reserve has built up so that 
with increase sales of fertilizers coming on at this time it would look 
like it would average out, that is if there is a proportionate increase 
also in agricultural minerals and the tonnage tax put back up to some- 
what more than the 3 cents. 

ASSEMBLYMAN BURKE: Then, following up Mr. Dick's report 
which requested the committee to increase the tax, I wonder why increase 
while that reserve is built up. There is not any point in having a ) 
big reserve, is there? 

MR. LEMMON: You will recall the reserve has come from both 
commercial fertilizer funds and agricultural minerals, and the cost of 
enforcement is charged also against both of them. During the time 
Since 1943 when sales of fertilizers took a large increase, there was 
a reduction in the commercial fertilizer license tax first from 25 
cents to 20 cents and then from 20 cents to 15 cents; then the agri- 
Cultural mineral tax was reduced from 10 cents to 3 cents which 


doesn't follow the same relationship, if the original one was correct. 
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ASSEMBLYMAN BURKE: Then you are asking that we increase what 
we had decreased, I mean bring it back to a more equitable state. 

MR. LEMMON: That#s ‘right. 

CHAIRMAN KELLY: Mr. Lemmon, as I recall the balance of the 
reserve is in excess of $400,000, isn't it? 

MR. LEMMON: That's right. 

MR, DICK: Mr. Chairman, as we project this through the 
1957-58 fiscal year, as we did in preparing our budget estimates, 
there would be at the end of the '57-'58 fiscal year a balance of 
$422,000 and our annual operating cost would be about $382,000 a year 
so that we would have more than one year's operating cost in that 
balance, so the problem isn't so much one of us not having the 
money to carry this on, and I would like to make it clear that we are 
not asking that this agricultural minerals be returned back to ten 
cents like it was before because that obviously is not the proper 
relationship, but what we are trying to point out to the committee 
is that a tax based solely on the economic value of the two products 
does not necessarily reflect the cost of administering the two programs 
and so that somewhere in between there giving proper weight to the 
hardship on the industry, and also giving proper weight to the cost 
of administering the programs, we have to set up some equitable re- 
lationship between the two fees so that the fertilizing people won't 
be carrying the load for the agricultural mineral people, or vice 
versa, Of course, I suppose the farmers who buy the fertilizer and 
the agricultural minerals are the ones that are actually paying the 
taxes in the long run, but the industries I don't think would be 


completely satisfied if they could point out any inequity in the tax. 


ASSEMBLYMAN HANSEN: Mr. Dick, have you done any research 


on what you think this economic relationship should be between the 
ee ee 








two fertilizer groups? 























MR. DICK: The figures that we were able to develop last 
January showed that on the tonnage involved and the cost of our work 
that the relationship was between 6 cents and 20 cents. Obviously, 
20 cents is too high for the commercial fertilizer so 6 cents is 
probably high for the other, but the relationship that we were able 
to develop at that time was as 6 is to 20. Maybe if the fertilizing 
material figure is left at 15 cents like it is now, then perhaps the 
agricultural minerals should be pulled down to 5 cents or something 
like that. But the relationship that was present prior to 1955 I 
think is wrong - that relationship was 15 to 10. 

ASSEMBLYMAN GRANT: Why can't these different materials be 
handled separately? 

MR. DICK: That would solve the problem as to the amount 
of tax, but it would increase the problem from the standpoint of 
administration because we send the same man out to do the whole job 
and if we had to send two men we would be operating inefficiently. 

CHAIRMAN KELLY: I was going to ask a comparable question - 
is there any cost accounting, breakdown in costs, of apportionment 


in testing these particular things separately. 













MR. DICK: No, Mr. Kelly, all we have is our best estimates 









because if we were to have our men break down their hours and time 


and everything, we would have them spending a lot of time doing book- 






keeping and we probably would have to have a bookkeeper to keep track 






of it, so we haven't tried to break down in great detail how much of 







aman's time is spent on one thing and how much on the other. The 





funds are comingled, and have been that way all the time. 





ASSEMBLYMAN HANSEN: Mr. Dick, don't you think though 





eventually to solve this problem, you are going to somehow simply be 
able to say it costs so much to do this and so much for that. 
MR. DICK: It may come to that, Mr. Hansen, but we hope it 


doesn't because it just will increase the cost for everybody if we 


have to start having our men doing a lot of timekeeping and put on 


bookkeepers. 


ASSEMBLYMAN HANSEN: What I meant was for a period of one 
year perhaps get into that sort of detail until you could determine 
what was a proper relationship there and then that would settle it. 

MR. DICK: We might have to do that. 

ASSEMBLYMAN HANSEN: That's what I have in mind. 

MR. DICK: But if it can be settled and there can be some 
agreement of unanimity develop here we may not have to go to that 
extent. 

CHAIRMAN KELLY: There is an important economic problem 
involved here. If we put ourselves or you put yourselves as indivi- 
duals in the business of either fertilizer or agricultural minerals, 
and from that standpoint we have a viewpoint that would be different 
probably than from the Department of Agriculture job of enforcing and 
testing. In other words, we would look at it from the standpoint of 
economics of what the traffic will bear; there is a relationship 
there. For instance, I am in business and I am paying a sales tax, 
say, and I only want to pay on volume sold in relation to someone 
else, so if he had a higher priced article naturally he would pay more 
tax - we have that viewpoint to consider. 

MR, DICK: That is absolutely right, Mr. Kelly, and I think 
that we as a Department would not be fair to the Legislature if we 
didn't try to tell you what it was costing the State in order to do 
these things and then the decision will be up to you people. 

afte 





CHAIRMAN KELLY: Yes, and as Bill said it may be necessary to 


break that down so we can get it to a point where it would be equitable. 


Also the economics of the thing has an importance to which side you 


happen to be on. 


MR. DICK: Mr. Lemmon has just pointed out to me a statement 
that was made in January that we estimated that 20 per cent of the 
cost of enforcement was spent on agricultural minerals enforcement and 
the remainder on commercial fertilizers, but that still is an estimate. 

ASSEMBLYMAN HANSEN: Won't it finally get right down to that 
if this gets to be just a business of one group saying what they think 
it ought to cost and another group saying what they think it should 
cost, we will never get it settled. There must be a relationship here 
in the enforcement, and there must be a relationship in dollar volume 
and over a year's period of time perhaps we could get that nailed down 
to where we could have a relationship between these two groups. I 
don't think we are ever going to settle it if every year we have to 
come in here and haggle around and compromise around on the matter. 

MR. DICK: Mr. Chairman, a representative of the Legislative 
Auditor's office is here - I am not trying to put him on the spot, but 
it may be that he will have some ideas as to how this might be 
accomplished. 

CHAIRMAN KELLY: In the original setting up of this, do you 
recall what basis they used for the formula of 25 to 10? 

MR. DICK: I don't, Mr. Chairman, I don't know whether Mr. 
Lemmon does or not. I wasn't with the. State at that time. 

CHAIRMAN KELLY: I just wondered how they arrived at that 


particular tax. 


MR. LEMMON: I wasn't with the State at that time either, 
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I came about a year later. 

CHAIRMAN KELLY: They probably set up what it would cost to 
do the job, but however, they determined they certainly didn't take 
into consideration the factor of the difference in the sales price. 

MR. LEMMON: It is my recollection that they were separate 
laws originally, and combined about 1932 or 1933; before that they 
were set up individually. 

CHAIRMAN KELLY: Any other questions of Mr. Dick or Mr. 
Lemmon? Thank you both very much for coming today. 

Mr. Don Wright of the Legislative Auditor's office is here 
today. Don, will you please come up? 

MR. WRIGHT: I am Don Wright of the Legislative Auditor's 
Office. Mr. Chairman and members of the committee, in ldoking this 
thing over and replying to Mr. Hansen's question about a cost analysis 
on this, I think that would be rather difficult to obtain because you 
have an irreducible minimum here on support costs of operating this 
function as it is now and fluctuation between the sales in agricultural 
minerals and fertilizers; in other words, if the minerals fell off to 
a great extent say two years from now, the cost per unit there would 


actually be a little bit higher, going out for a small amount and 


operating efficiently where you are running about a million tons of 


fertilizer now, and three-quarters of a million tons on agricultural 
minerals, you would come up with one figure. Now, if you went out and 
made a detailed cost analysis say for one year's running, it would 
take additional personnel of course to do that, and to figure all 

this up, you would come out with a certain figure for minerals and a 
certain figure for fertilizer, but what I am trying to point out is 
that would change as the volume changed. It might be good to do that 
for just one month's running, just a short sampling and give you an 
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idea of how this is working out proportionately; you would want to do 
that on lab costs as well as your time required in travelling and 
taking samples. | 

The standpoint that our office takes is this is a matter of 
legislative policy - how you want to work this out, whether you would 
want a one fixed fee for both and have one carrying part of the other, 
or however you would want to do it, but if you would like a cost 
analysis made of this we would be happy to work with you and try to 
work that up. 

ASSEMBLYMAN HANSEN: Well, don't you think that if you are 
ever going to get a close approximation at least, you are going to 
have to run an occasional cost accounting of this thing if it is going 
to mean anything because after all there is going to be convincing 
talkers on both sides of this argument, and what will we have to judge 
by to get a sense of values? We have to be fair about it as there 
Shouldn't be an unfair “—e I think we should somehow find an 
answer, 

MR. WRIGHT: Whatever fee you happen to set is going to have 
to be an arbitrary one to an extent because it is going to change from 
time to time and what is an equitable fee for this year is not going 
to be for next year and I think possibly a cost study on one typical 
month of operation where it seems to average out to the percentages 
here that work out for the total year, you could come up with a cost 
figure that would be fairly accurate. 


ASSEMBLYMAN HANSEN: I think that would be fair enough if 


it was within the limits of being able to arrive at a reasonable cost 


accounting, I think that the Legislature would probably be in a 

position to make a reasonable decision, but I don't see how we can 

without it. I don't see how you can just pick these figures out of 
niin 





a set of figures and say, well this is it. 

DON WRIGHT: You are right, sir. 

CHAIRMAN KELLY: You think, Mr. Wright, originally these 
figures were more or less arbitrary, probably? 

MR. WRIGHT: I imagine. In looking over the bills that 
have come in since I have been in the Legislative Auditor's office, 
they have been good estimates on the part of the department; they 
probably had some way of estimating the amount of fertilizer being 
sold and about what it would cost them to analyze it in their labora- 
tory and to take the samples, and I think the same thing was done on 
minerals and that is probably the reason for the original fees; but 
since then there have been all these arguments that have come up and 
one fellow feels he is paying too much and there are a lot of adjust- 
ments that have been made since. It would be a difficult thing to 
come down to a fine line of adjustment between the two. 

So far as the surplus that Mr. Burke mentioned awhile 
ago, as I understand it it has been the general policy of the 
department to maintain one year's operating funds as a surplus for 
all of these special fund functions and as I understand it now it 
will be approximately that after one year's running on the fees as 
they are today, but then it will fall steadily behind after that. 

CHAIRMAN KELLY: Any questions of Mr. Wright? Thank you 
very much, Mr. Wright. 

At this time I would like to call on Mr. Holloway, of 
H. M. Holloway Gypsum and Agricultural Minerals, Kern County. 

MR. HOLLOWAY: Mr. Chairman and members of the committee, 


I have a prepared statement which has been given to each of you. 


I may deviate somewhat from that prepared statement as I go through 


these remarks. 
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On or about January 20, 1955 Assemblyman H. W. Kelly 
introduced Assembly Bill 2885, an act to amend Section 1038 of the 
Agricultural Code, relating to agricultural mineral sales, which bill 
became law on or about May 20, 1955, whereunder the tax on agricultural 
minerals, otherwise known as tonnage tax, was reduced from ten cents 
(10¢) per ton to three cents (3¢) per ton, during the period October l, 
1955 until the ninety-first day after final adjournment of the 1957 
Regular Session of the Legislature. 

The above legislation was enacted as temporary in character 
to allow for legislative study of the problem of equity in the assess- 
ment of tonnage tax on agricultural minerals which had become out of 
line with relation to economic and market values as compared with the 
continued need for such tax as assessed against a low cost commodity. 

It is a matter of historical fact that upon the adoption of 
the Statutes of 1933 a tonnage tax of 10 cents per ton was first fixed 
upon the sale of agricultural minerals and until the 1955 session of 
the Legislature had not been changed, notwithstanding a great increase 
in the use of such minerals and the consequent taxation beyond the 
intent of the original legislation. 

I have attached to my remarks a table that constitutes page 
4 that will, I think, show you some interesting fugures with respect 
to the growth of the use of these minerals, and the total use of 
agricultural minerals beginning in 1933 down through the year 1955 
as compared with the total gypsum tonnage used, the percent of gypsum 
used, and in the final column on the right, the tonnage of commercial 
fertilizers sold and used within the State. The source of this in- 


formation is from the annual publications of the Bureau of Chemistry 


of the Department of Agriculture, issued in accordance with Section 
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1033 of the Agricultural Code of California. 

During the period 1933 through 1955 the use of minerals by 
agriculture has grown from 24,118 tons to 695,972 tons which is an 
increase of almost 2,900 per cent in 23 years. The attached table 
will readily show the annual use of minerals as compared with the use 
of commercial fertilizers which as you will note also shows the use 
of gypsum, a portion of which is mined and sold by my company. 


The use of gypsum as a soil conditioner has become an import- 


ant factor in the conduct of farming practices in California and you 


will note that in recent years gypsum usage constitutes over 80 per cent 
of the total usage of agricultural minerals, and that is the business 
in which my company is engaged. 

In view of the importance of the use of gypsum and other 
minerals by agriculture, and the great increase in the tonnage tax 
collections by the state, we believe it is in order to take a realistic 
view of the rate of tax and its relationship to commodity market value 
at the point of production, and the part tonnage tax plays in operating 
expense of the producer, to the point that equalization of the tax 
burden under the code may be achieved. 

Over the last twelve years of our company operations our 
tonnage tax payments to the State of California have averaged almost 
six per cent of gross receipts, FOB the mine. Our mine labor costs 
during the same period have averaged almost eight per cent of gross 
receipts. In relation to total operating expenses tonnage tax was 
eight and me-quarter per cent whereas labor was fourteen per cent. 

Now, I want to emphasize that is differentiated between 
gross receipts for the sale of the merchandise as against total opera- 


ting expenses. In other words, our mine labor costs amounted to 





eight per cent of our gross receipts whereas tonnage tax amounted to 
six per cent of our gross receipts - there is a ratio there of three 
to one. I should put it this way that if you take those costs, the 
tonnage tax costs us three-quarters as much as our labor costs do. 

With relation to operating expenses, our labor was 58 per 
cent as compared with tonnage tax. In other words, the ratio there 
is about six to four, roughly. 

Accordingly, the tonnage tax problem is one of serious pro- 
portion to the producer of an agricultural mineral such as gypsum. 
This is particularly true where the price FOB mine is in the order of 
$1.75 per ton. Compared to this a tonnage tax of but 15 cents per 
ton is assessed against a commercial fertilizer that may sell for $50 
to $60 per ton. In other words, the tax on an agricultural mineral 
based upon the economic value as compared with the tax on a commercial 
fertilizer based upon its economic value, the tax on the mineral is 
20 times greater than it is on commercial fertilizer. I may mention 
also that this tonnage tax problem is one of serious proportion to 
the producer of an agricultural mineral such as gypsum. This is 
particularly true where the price FOB the mine is in the order of 


$1.75 per ton. That $1.75 per ton price is still in existence after 


10 years - the last time we raised our price was in 1946. Since 


that time we have modernized our operating methods to the degree that 
we have been able to keep our price reasonably stable, which of course 
has helped our business greatly, and has instilled a good deal of 
confidence in the minds of our customers as to our price stability. 

We have operated more efficiently, but the only thing that we could 
not do anything about was tonnage tax - that always remained fixed. 


In the case of commercial fertilizers, and based upon 





sales price at point of production, the producers thereof enjoy a 


tonnage tax rate of probably three-tenths of one per cent whereas 


gypsum sold by my company has paid a tonnage tax at the rate of five 


and seven-tenths per cent prior to the reduction of October 1, 1955. 
Even after that date the tax at three cents per ton would be at the 
rate of one and seven-tenths per cent. 

It has been suggested that the Legislature establish a ton- 
nage tax based upon the cost of services rendered by the Bureau of 
Chemistry, which to some may seem reasonable, but I wish to assert 
that this theory does not serve to equalize the inherent question of 
the ratio of economic market value or production cost, of the commodity 
involved herein, as related to tonnage tax. 

Accordingly, we desire that the tonnage tax on agricultural 
minerals and, more particularly on gypsum, be fixed at a rate that 
is reasonable and equitable under the circumstances above outlined. 

I appreciate that the Bureau of Chemistry, the state agency 
that is primarily concerned with the problems of enforcement of the 
Agricultural Code governing the sale of minerals, may present a 
statement to your committee on this subject, and I certainly recog- 
nize the very important function they perform. We recognize that 
the legitimate producer of agricultural minerals is protected by the 
operation of the code and the enforcement thereof. 

In addition to the tonnage tax matter, as above presented, 
it might be timely to also give consideration to provisions of the 
code that concern registration fees and license fees along with the 
possibility of the bonding of registrants, in order that the law 
would serve to facilitate enforcement and furnish additional protec- 


tion to the legitimate and conscientious entities engaged in the 





production and sale of agricultural minerals. A large portion of 


agricultural minerals is transported and sold in bulk and in our 


opinion the statutes and its regulations should be modernized to more 
properly protect the purchaser of such minerals in respect to the 
certification of weights on each lot of material and the identifica- 
tion thereof, for not only the purposes of quality guarantee, but 

also quantity. Parenthetically, I might say at this point that in 

our operations every lot of gypsum that leaves our source of pro- 
duction, our mine, is weighed across our own scales which are certified 
to by the Bureau of Weights and Measures. We have our deputy weigh- 
masters and are subject to the laws and regulations that govern the 
determination of weights, and are glad to have it that way. Materials 
that are moved are not only weighed properly, but they are properly 
identified. Each truck load of materials that leaves our mine is 
given an identifying delivery tag with the name of the customer to 
whom it goes as well as the name of the trucker that hauls it and at 
any time we can identify that load to the point of delivery, roadside 
on the man's farm. 

I make these remarks because it has come to our attention 
that on numerous occasions vendors of agricultural minerals have 
indulged in questionable practices of handling that would have an 
important bearing upon the correctness or the incorrectness of 
quantity of material delivered to a user. 

In summary, I wish to request that this committee give 
serious consideration to the problems of equalization - that the 
formula be found that is somehow based upon the commodity value, 
and I believe that it can be done, contrary somewhat to some of the 


testimony that you have already had. I believe a cost analysis 





could be made and I believe further, being president of a corporation 
and having some knowledge of bookkeeping and having bookkeepers in 


our employ, I believe it feasible and possible to arrive at some 


pretty comprehensive and exact costs of carrying on this operation. 


We have had to do it in business, and certainly they can learn to do 
it in a state agency such as the accounting offices handling this 
problem. I want to repeat that disparity in the cost or value of an 
agricultural mineral as related to a commercial fertilizer is great - 
the difference between $1.75 and $50.00 a ton certainly doesn't need 
to be pointed out much more in that respect. 

Now, as to registration fees, the matter of considering the 
changing or the increase or the tightening up or whatever may be 
necessary with respect to the proper policing under the law in the 
issuance of licenses and so on, I would urgently recommend that as 
far as agricultural minerals are concerned, that the registration 
fee be increased; as to what level it should be increased, I would be 
glad to go into conference on that and discuss it with the Bureau or 
anyone else - I have no fixed figure in my mind. 

With respect to the matter of bonding, I know that in the 
case of tax collections on other commodities, take for example your 
gasoline sales tax in the state, state gasoline tax people are all 
required to furnish a bond; why should not the same be true in respect 
to a tonnage tax on a mineral such as we are talking about, or even 
as it might pertain to commercial fertilizers. 

Admittedly, the Department of the Bureau of Chemistry and 
the other agencies that are identified with this problem have not 
taken into consideration the economic value of commercial fertilizers 


contrasted with agricultural minerals; they so testified on the 
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point. I don't know that any further remark need be made by me on 
that score. 

To get around to this matter of cost of the analyses and 
collection of samples of commercial fertilizers as compared with 
agricultural minerals, I would like to point out to the committee if 
you will take the fertilizing materials book of 1955 that you have 
before you and refer to page 44 you will find that there were 3,064 
samples of commercial fertilizers that were taken and analyzed in the 
year in question, and refer to page 62 and you will see that there 
were 509 analyses of agricultural minerals. In other words, the 
ratio there is about six to one. In the 1954 fertilizing material 
book I note on page 20 thereof that the ratio of samples taken, 
collected and analyzed by the Bureau of Chemistry for commercial 
tertilieers versus agricultural minerals is still in about that six 
to one ratio over a period of the last seven or eight years. 

I believe that concludes my remarks, Mr. Chairman. 

CHAIRMAN KELLY: Are there any questions of Mr. Holloway 
by any of the members? Mr. Klocksiem. 

ASSEMBLYMAN KLOCKSIEM: I am not very familiar with this 


category of state government, but in what you say I sense that you 


feel that you are being imposed upon in some way py’ other organiza- 


tions, as you speak about different methods of licensing, etc., and 
weights and so on. 

MR. HOLLOWAY: No, sir, I don't intend to convey that to 
you at all; I am not being imposed upon by the Department and I am 
not being imposed upon by anyone identified with any gavernmental 
agency, but we are up against competitive problems. 


ASSEMBLYMAN KLOCKSIEM: That's what I mean - I mean from 
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that standpoint, not from the State, but from a competitive standpoint. 

MR. HOLLOWAY: From a competitive standpoint there are ir- 
responsibles that do get into our business and it reflects upon the 
character and the overall aspects of the business to the degree that 
I am quite seriously disttarbed over that, and that is why I would 
like to see the law made so that it would protect legitimate entities 
that are in the business. 

ASSEMBLYMAN KLOCKSIEM: I get your point exactly. Have you 
ever spoken to the Department about that? 

MR. HOLLOWAY: I have not. 

ASSEMBLYMAN KLOCKSIEM: But you do have some very definite 
ideas of some improvements along that line? 

MR. HOLLOWAY: Yes, I do. 

ASSEMBLYMAN KLOCKSIEM: I wonder if you would tell me, as 
I say I don't know anything about this fertilizer business, but you 
have agricultural minerals and commercial fertilizer - can you give 
me an example of the difference in some of those? 

MR. HOLLOWAY: I would say, as Mr. Lemmon explained, that 


a commercial fertilizer is a fertilizer that contains in excess of 


5 per cent nitrogen, 5 per cent phosphorus pentoxide, and I have for- 


gotten what the percentage is on potash. So far as agricultural 
minerals are concerned, gypsum is an agricultural mineral that is 

very valuable in the handling of soil here in California by reason 

of the fact that calcium-sulphate constituency is what we are particu- 
larly concerned with in the case of gypsum. Calcium-sulphate aids 

in the neutralization of some of the sodium salts that are in the 
land, and makes the land more tillable and establishes better capacity 


for carrying the irrigation waters that are applied, and so on, and 





that is why the usage of gypsum has grown so phenomenally over the 
years. 

ASSEMBLYMAN KLOCKSIEM: Thank you very much. 

CHAIRMAN KELLY: Mr. Holloway, on page 3 you speak of the 
certification of weights - is it a fact that some of this bulk delivery 
could leave a mine and then leak or be blown away by the time it got 
to the farmer and have a weight that would be a lot less - or some 
could be dumped, couldn't it? 

MR. HOLLOWAY: There are some practices of that nature. To 
take your first question, Mr. Kelly, as far as windage loss is concerned, 
I don't consider that to be very substantial, it is very negligible. 

We have a practice in the handling of bulk gypsum where the load as it 
passes over the scales and is weighed and is then sprinkled lightly 
with water so that it forms a crust over the top; it is not deletorious 
to the product in any way, it simply stabilizes the material to the 
point that you don't have much wind loss. Furthermore, the California 


Highway Patrol objects very strenously to dust blowing from the load 


so the truckers have learned that they have to cope with that as well. 


In respect to some of the problems of certification of 
weights we know that there are mines that are operated where gypsum 
is hauled in many cases as much as 25 or 30 miles prior to ever being 
weighed; there the weights are taken which may be a satisfactory 
practice, but I don't consider it so because gypsum can be dumped 
enroute or it can be diverted or something of the kind and perhaps it 
never reaches its proper or the intended destination. There are 
practices of that kind that are wrong. In one case that I know of, 
the gypsum producer had an order to deliver a substantial quantity 


of gypsum to a farmer and it necessitated his driving an extra 20 miles 
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in making his round trip to get his certified weights. He made the 


practice of getting a weight on one truck a day and the balance of them 


were all estimated on the basis of the one load each day. In packaging 
of material you don't run into those problems, but in the bulk handling 
of materials you do have those problems. 

CHAIRMAN KELLY: Are there any other questions? 

ASSEMBLYMAN HANSEN: In not only the weights, but in the 
quality of the material, if he starts away from his mine with a load 
of material and he doesn't see an inspector on the way, no one knows 
exactly what was in that load, does he? 

MR. HOLLOWAY: ‘That is, of course, true. There you have to 
go back to the question of the guarantees that are made and the in- 
tegrity of the producer as well as the watchfulness of the receiver 
of the material and so on, and on top of that, of course, the state 
makes their periodic inspection. 

ASSEMBLYMAN HANSEN: The state, of course, has the difficulty 
there doesn't it of being able to provide adequate personnel for that 
sort of checking? 

MR. HOLLOWAY: It would be practically impossible, and the 
cost thereof would be prohibitive. I might say, Mr. Hansen, that to 
the best of my knowledge and belief we are the only producer of 
agricultural gypsum in the San Joaquin Valley that have our own 
laboratory where we are conducting our own tests and know what our 
materials are before they leave the mine. 

CHAIRMAN KELLY: If there are no further questions, Mr. 
Stockman, who is representing the commercial fertilizer companies, 
will present a statement to us. Mr. Stockman. 


MR. STOCKMAN: My name is M. M. Stockman; I am chairman 
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of the Legislative Committee of the California Fertilizer Association. 
I would like to introduce to the committee my associates who are here 
from the same organization: Mr. Earl Mog, Mr. Duncan Sim, and Mr. Sidney 
Bierly, the General Manager. 

Mr. Chairman, and members of the committee, the Legislative 
Committee of the California Fertilizer Association has considered care- 
fully the results of the reduction of the tax on agricultural minerals 


under A. B. No. 2885. This reduction was on a temporary basis for two 


years from 10 cents to 3 cents and the act provides that it automati- 


cally reverts back to 10 cents unless the Legislature shall act during 
the regular 1957 session to extend the reduction or to set the tax at 
some other figure. 

This interim committee is studying the effects of the act 
to determine what it will recommend to the Legislature. The feeling 
of our fertilizer industry committee is that each industry whose pro- 
ducts are the concern of the Bureau of Chemistry and who pay the taxes 
on the sale of its materials towards the Bureau's support should 
rightly stand on its own feet. Certainly the commercial fertilizer 
industry is willing to do that. We feel that we should not be made 
to carry a disproportionate share of the burden of regulating the 
agricultural mineral operators and we think the following figures 
will prove such disproportions in the existing tax structure. 

The agricultural minerals program last year would have 
been self-supporting if the tax had been about 7 cents per ton on 
that material. Commercial fertilizer operators have enjoyed two 
recent reductions in their taxes from 25 cents to the present 15 
cents per ton in recent years, and we submit that the same proportion- 


ate reduction would prevail if the tax on agricultural minerals was 
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to be set at 6 cents per ton. This would probably suffice in future 
years if expansion of use should continue as it has during recent 


years. There is little doubt that insufficient income to the Bureau 


will result in a lessened effort to administer and enforce the Agri- 


cultural Code. We therefore recommend that if any permanent reduction 
is to be placed into effect by the regular session of the Legislature 
in 1957, that it be made not less than 6 cents on each ton of agri- 
cultural minerals sold in the State of California. If the tax is 
permitted to stay in its present bracket, the possible future alterna- 
tive could conceivably be that an effort would have to be made to in- 
crease still further the tax on commercial fertilizers. 

A great deal has been said in this gathering here today 
about the relative price on commodities. First, I would like to say 
the California Fertilizer Association does not represent a faction in 
this dispute because practically every member of the association is 
engaged in selling agricultural minerals as well as commercial ferti- 
lizers and, for that matter, insecticides and fungicides and all of 
the money that we collect is ultimately for the support of the Depart- 
ment of Agriculture to administer the Agricultural Code. 

Now, we think that the stress on this relative sales price 
should be cleared up to the point that in the first place the taxes 
we are talking about are not producer's taxes - the tax is assessed 
on the last registered seller. The producers of commercial fertilizers 
do not collect this tax nor pay this tax to the state; it is paid by 
organizations who are selling material and are registered under a 
certain classification. It just happens that in the case of gypsun, 
the producer also happens to be the last registered seller. It 


should not be confused with a manufacturing or a producers tax; it 
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is collected from the farmer to support the Department of Agriculture 
in their work in administering the code. 

As far as the selling price is concerned, they have made 
reference to $50 on commercial fertilizers and actually you are using 
there not a manufacturers cost, but an average sales price, perhaps. 
In the case of gypsum the average sales price to the farmer runs any 
‘place from $15 to $17 a ton. Now, on commercial fertilizers that are 
assessed at 15 cents a ton, there are some that we sell to the farmer 
for in the neighborhood of $35 to $40 a ton and there are some that 
run as high as $200 a ton. The crux of this entire matter is not what 


the material costs or what it is sold for, but what it costs the State 


Department of Agriculture to administer the code for the benefit of 


the farmers for whom it was originally enacted. 

I don't think if I talked all afternoon that I could give 
you a more convincing argument for the reason for the relatively high 
cost of administering the code with regard to agricultural gypsum 
other than what Mr. Holloway has already told you. It is a business 
that operates from mine to farm and takes a lot of attention. We are 
basing our arguments, and our reason for being here is from past 
history in both of these businesses, and simply a desire to see that 
each segment of the industry contributes its. share. I think that 
is all that we have to say as an industry group. If you would like 
to question them, I would like to bring some of the other members up 
who might have something to add to these statements. 

CHAIRMAN KELLY: Are there any questions from any member 
of the committee? 

* ASSEMBLYMAN HANSEN: Do you think there would be any value 


in an analysis of the cost of this on perhaps a short term basis? 
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MR. STOCKMAN: A cost analysis? 

ASSEMBLYMAN HANSEN: Yes, of the licensing fees. 

MR. STOCKMAN: No. I think the Department of Agriculture 
in the last 25 years have a pretty good idea what it costs and a cost 
analysis for the administration of these two factions of the fertilizer 
industry, and they are all under the same industry, they are all for 
the same purpose, they are all sold to the same people and I don't 
think that putting the state to that expense will accomplish anything 
with regard to giving you a better idea than you have right now. This 
whole thing is tied up in increased tonnages also. The relationship 
of 6 cents to 15 cents will support under the present tonnage, and 
fortunately in California we have the prospect of increased tonnages 
in both materials - the tonnage of agricultural minerals has increased 


and so have the fertilizer tonnages increased, as have the costs of 


administering because as the industry grows the cost of administering 


to the industry is just as proportionately higher. There are some 
agricultural minerals, for instance, that sell as high as $400 a ton; 
all agricultural minerals aren't priced at producers works at $1.75. 
I will admit that the greater proportion of the agricultural minerals 
are in the class of gypsum, but a great many of those gypsums aren't 
sold in bulk either, they are sold packaged. 

ASSEMBLYMAN GRANT: Let's forget the sales cost fora 
moment, or the production cost and let's look at the cost of inspec- 
tion in the two categories - are they similar in cost? 

MR. STOCKMAN: I think Mr. Lemmon and Mr. Dick have 
answered that question better than I could because I do not know. 

The Department of Agriculture have given us their opinion that if the 


tax was in the proportion of 6 to 15, that each would be supporting 
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its own work; for instance, I believe there is a laboratory set-up in 
Bakersfield for examination of gypsum samples, a special laboratory, 
and the point is there is no relation to its economic value. 

ASSEMBLYMAN GRANT: Well, what I am trying to find out is 
what the cost of analysis might be in comparative costs. 

MR. STOCKMAN: That is within the Department of Agriculture; 
I couldn't answer that question for you at all. Mr. Lemmon or Mr. Dick 
would have to answer that, and they have already stated that the costs 
were proportionate - that the present tax of 3 cents would not support 
the cost. 

ASSEMBLYMAN GRANT: We have two categories here, supposing 
one was eliminated, then the one left would have to carry the entire 


cost. 


MR. STOCKMAN: That is absolutely the case and the farmer 


that bought the fertilizer would have to contribute that much more to 


support the Department of Agriculture in their work because the tax 
is paid by the farmer in any case. 

CHAIRMAN KELLY: Mr. Lemmon, will you come up a minute and 
answer Mr. Grant's question? 

MR. LEMMON: Ona total overall picture, as I reported 
at Bakersfield, at that time we figured that 20 per cent of the time 
of inspectors, cost of analysis, and administration, went into the 
whole overall agricultural minerals as compared with 80 per cent to 
commercial fertilizers. Now, as far as to try and pick an individual~ 
one, I haven't specific figures to be able to give them because it 
goes into the agricultural minerals question of chasing down these 
truckers that Mr. Holloway mentioned, that go out and scrape up some 


hillside and try to sell it as gypsum, in which case they get started, 
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we pick them up, prosecute them, and whatever is necessary to get it 
corrected. There may be two weeks of a man's time put in running one 
of those down, gathering suitable évidence and there may be that two 


samples are all that is needed as evidence; so that when you try to 


make a cost accounting on individual jobs it is very, very difficult; 


but when you come to the overall picture and estimate about how much 
time you put in, going back to what I did when I was an inspector for 
many years, that is my best judgment. 

CHAIRMAN KELLY: Mr. Lemmon, in the 1955 report on page 6, 
I note there the large increase in commercial fertilizers has been more 
or less a constant steady growth whereas in the agricultural minerals 
there a a peak in 1952 of 817,000 tons and then it dropped for two 
years, and in 1955 it jumped again - could you give the committee the 
answer why there is a constant growth in commercial fertilizers, and 
there is a peak and a drop in the agricultural minerals? 

MR. LEMMON: I don't recall the economic factors particu- 
larly involved there, I think there was some question in land usage 
down in Kern County. Most of that came though in the gypsum mine 
operations in the Kern County section, and the other agricultural 
minerals have generally gradually increased the same way that 
fertilizers have. Perhaps Mr. Holloway is in the best position to 
tell you what happened in those two years that his sales weren't up 
the way they had been. 

CHAIRMAN KELLY: I thought maybe the acreage allotment in 
cotton had something to do with it, because the farmer would probably 
apply more commercial fertilizer hoping to get a greater yield and yet 
there would be a drop in acreage and less use for agricultural minerals. 


One of the committee members asked me if I knew the reason, and I 
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thought that might be it. Thank you, Mr. Lemmon. 
Mr. Holloway, would you like to come up and answer the 
question I asked. 
MR. HOLLOWAY: Would you please repeat the question? 
CHAIRMAN KELLY: ‘There has been a steady climb over a 


period of years in number of tons of chemical fertilizer used, and 


with the agricultural minerals it was a peak in 1952, then a drop off 
for two years and then a come-back, not near the peak, in 1955. What 
would be the explanation for the steadily increased use in commercial 
fertilizer and such a great change in the agricultural mineral use? 

MR. HOLLOWAY: It is my opinion that it is related to the 
economy of the farming industry. The year 1952, particularly in Kern 
County and southern Tulare County, was a rather good year for potatoes, 
for example, and lots of gypsum was used in preparation of their 
potato land. It is difficult to pin that down to any specific thing 
other than just overall economics. I will say this, unfortunately 
for our business, that the farmer thinks in terms of fertilizer in 
preference to soil conditioner; if his pocket book is such that he 
can only have the one, he will buy the fertilizer. 

CHAIRMAN KELLY: With the cotton allotment, the decrease 
in the number of acres, the farmer with a smaller acreage would 
apply more chemical fertilizer hoping to get a better yield, I 
imagine. 

MR. HOLLOWAY: His thoughts are in terms of plant food, 
which is nitrogen, phosphorus and potash as compared with soil 
conditioners. If he believed that he could get by without the 
use of a soil conditioner and still make his crop he will go for 


the plant food, which is right and proper, I think. 


-34- 





Mr. Kelly, while here I would like to clarify a comment 
by Mr. Stockman as to the price of gypsum, that is as it pertains 
to my own business - I don't pretend to speak for anybody other 
than myself in this respect. To farmers in the Wasco-Shafter area 
we deliver and spread gypsum on the land at a cost of about $3.75 
to $3.80 a ton, and not $12 to $15 a ton. In the Fresno area, 
where Mr. Hansen is located, the price in western Fresno County will 
be in the order of about $5.25 a ton delivered and spread on the 
land. In the Modesto area, or possibly up as far as Brentwood, the 
price will range in the order of $6 to $6.25 a ton delivered and 
spread on the farmer's land; the principal cost is transportation in 
that case. The average use in Kern County is probably in the order 
of about three tons to the acre and in northern counties somewhat 
less than that. There are situations on newly reclaimed land where 
they may use as much as ten tons to the acre for the first applica- 
tion, and succeeding years they may use three or four tons to the 


acre for a couple of years, and then they may not put any more on 


that land for a while as they have brought the condition of the soil 


to the point where they believe they want it. 

ASSEMBLYMAN BRADY: Will you tell me, please, why are so 
comparatively few samples analyzed in agricultural minerals, only 
14 per cent of all the tests made were on agricultural minerals - 
why is that? 

MR. HOLLOWAY: I believe Mr. Lemmon would be the person 
who could more properly answer that, Mr. Brady. So far as I am 
concerned, I wish they took more samples. 

ASSEMBLYMAN BRADY: In other words, you are paying ina 
big chunk of the money to maintain the department, but only 14 per 
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cent of the analyses made were on agricultural minerals, and I just 
wondered why it was. 

MR. HOLLOWAY: It has been no particular point of contention 
between the department and ourselves at any time; however, we have 
repeatedly told them that we wish they were in a position where they 
could take more samples because we believe it would serve to protect 
our business. 

I would like to bring out another point. In my company we 
also engage in farming operations; we have 180 acre cotton allotment; 
we raise about 150 acres of potatoes a year; we raise around 100 acres 
of cantaloupes a year, and we have some vineyard land, so I have some 
knowledge of what costs are with relation to commercial fertilizers 
because we buy them as well as use gypsum. We had 180 acre cotton 
allotment and our fertilizer cost was $51.58 a ton on 180 acres 
of cotton; our gypsum cost was $3.28 a ton. Our tonnage tax cost, 
let's look at it from the standpoint that the consumer pays the ton- 
nage tax, the tonnage tax cost per acre was 44 cents for fertilizer 
and for gypsum it was 394 cents per acre; therefore, the tonnage tax 
is high on gypsum. 

CHAIRMAN KELLY: Will you give us that last figure again? 

MR. HOLLOWAY: I am just talking about the tonnage tax 
cost per acre to the farmer. In our particular case in the use of 
the fertilizer we used on 180 acres of cotton it was 44 cents per 


acre and on the same acreage we used gypsum and our tonnage tax 


was 394 cents an acre. We used 710 tons of gypsum on 180 acres, 


and we paid a tonnage tax of $71.06 at 10 cents a ton. 
CHAIRMAN KELLY: How much fertilizer did you use? 
MR. HOLLOWAY: In that particular case we used 54 tons 


of fertilizer. 
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CHAIRMAN KELLY: Mr. Lemmon, will you answer Mr. Brady's 
question? Mr. Brady, will you ask that question again? 

ASSEMBLYMAN BRADY: Mr. Lemmon, the question occurred to 
me, of all the samples analyzed, according to the report here of the 
department, only 14 per cent of them, approximately, were agricultural 
minerals and I wondered why there were so comparatively few analyzed. 


MR. LEMMON: It is our practice in drawing samples and 


analyzing them to try to get representative samples from the various 


manufacturers or registrants, and also to get a relationship with 
regard to tonnage to some extent, but more important get those that 
are more likely through previous history to have something wrong 
with them. If the material is nearly always according to guarantee, 
we may only draw one or two samples a year of that type of material 
even though there would be large tonnage, while on a material that 
is borderline, the inspector will sample every time he sees it in 
order to check up to try to keep it according to guarantee. Now, 
applying that here, the largest amount of tonnage, as indicated, is 
gypsum, of which Mr. Holloway is the major producer and has his own 
laboratory, and there may be 30 or 40 trucks lined up there ina 
day; the inspector will stop by, but there would be no point in 
drawing 30 or 40 samples, he may draw only one sample for that day, 
so that one sample represents a large tonnage as compared to over 
on another site where he will draw a sample that represents a 
small tonnage because it may come from another deposit that isn't 
as well policed by the owner, or for some other reason. 

The same thing is true when you come to fertilizing 
materials, one of the largest increases in tonnage has been in 


what is known as aqua ammonia, which is ammonia dissolved in water, 
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10 to 20 per cent actual nitrogen. That material can deteriorate 
very easily through exposure to the air and the gas getting out, or 
through accidental increase in dilution with water, so that every 
time they see that the inspectors will take a sample of it to cross 
check and make sure that somebody hasn't contaminated it. So on 

the basis of what appears to be need, samples are drawn and checked. 

ASSEMBLYMAN BRADY: The reason I asked the question - 

what is the dollar volume of taxes collected for the agricultural 
mineral on one hand and the commercial fertilizer on the other? Has 


the department ever bothered to figure that out? 


MR. LEMMON: Yes, on page 4 of my report that I read this 


morning, for commercial fertilizers on the basis of 1,050,000 tons 
at 15 cents, it would be $157,500; for agricultural minerals on 

the basis of 730,000 tons at 3 cents a ton it would be $21,900. Now, 
if that had been 10 cents a ton, then it would have been $73,000, 

so in the years gone by in each case where you take the tonnage re- 
port as shown and multiply it by ten for agricultural minerals, 
prior to July 1955, you have the amount of tonnage tax on minerals 
and multiply by 15 for the tonnage for fertilizer. 

CHAIRMAN KELLY: Mr. Stockman, have you anything else you 
would like to say? 

We want to thank the representatives of both the chemical 
fertilizers and agricultural minerals for being here this morning, 
and I also want to thank the members of the committee for being 
here as we have to consider this in form of legislation in 1957, 
and I assure you that the desire of the committee and the Legis- 
lature is to be fair and apply study to these things rather than 


to just introduce legislation without background information. 
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We also want to thank Mr. Dick and Mr. Lemmon, Mr. Kuns, 
and Mr. Wright for being present this morning. All of you have 
been helpful in giving the information the committee desires. 


ASSEMBLYMAN KLOCKSIEM: As I see this picture now, if 


you did arrive at some rate of taxation, you would have to do it 


on sort of an arbitrary basis, wouldn't you? Are you going to 

have any study between now and the time that this may come before 
the committee, so we can get some real information as to what the 
right tax is? We assume that 3 cents is too low and 10 cents is too 
high; are you going to take just an arbitrary figure somewhere in 
the center, or are we going to have some real figures to show us 
what is the right thing to do in this matter? 

CHAIRMAN KELLY: I am going to follow Mr. Hansen's sug- 
gestion as far as possible in trying to get additional information 
so that the committee can act, and that a bill can be introduced 
which will be fair in operating the businesses and also in having 
sufficient funds available to the department, also realizing that 
we have a reserve of some $400,000 plus, which was pretty close to 
$500,000 at the beginning of the year. All of these factors will 
be considered, and we will try to apply a formula to develop a bill. 


If there are no further questions or statements, we are 


adjourned. 





